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I. BUDGET OVERSIGHT COMMITTEE LETTER 
 
August 24, 2004 
 
Honorable Mayor and City Council 
City Hall  
333 West Ocean Blvd 14th Floor 
Long Beach, California  90802 

 
Dear Colleagues: 

 
It is with great pleasure that the Long Beach Budget Oversight Committee 
transmits our proposed recommendations on the Fiscal Year 2005 (FY 05) 
Proposed Budget for your consideration. 

 
Last year, the City Council endorsed the Three-Year Financial Strategic Plan 
(Plan), established the Budget Oversight Committee and adopted sound fiscal 
polices.  These actions were unprecedented and were in response to the severity 
of the Long Beach financial crisis.  The City Council accepted the responsibility to 
exert greater fiscal oversight and policy direction to ensure the City is providing 
the best service to the residents of Long Beach at the most efficient cost. 
 
As noted by municipal consultant Len Wood, the City of Long has operated in a 
structural deficit for over 12 years.  The City Council is united in our commitment 
to create financial solvency and must remain mindful that success will not be 
achieved without the following: 

 
� Continual review of potential areas for cost reduction 
� Review of possible accelerations of identified projected savings 
� Consideration of revenue generating ideas 
� Evaluation of resident, employee and innovation team suggestions  
� Steadfast commitment to withhold new programs/services without new 

ongoing revenues to bear the expense 
  

In conclusion, the Budget Oversight Committee hereby submits the following 
recommendations and stands ready to begin the next steps to achieve our Plan 
objectives towards prudent fiscal decisions for the future.  

 
 

Respectfully Submitted, 
 

            
Laura Richardson, Chair Jackie Kell, Member  Tonia Reyes Uranga, Member 
Budget Oversight Committee Budget Oversight Committee Budget Oversight Committee 
Councilwoman, Sixth District Vice-Mayor, Fifth District Councilmember, Seventh District 
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II. EXECUTIVE SUMMARY 
 
Rationally and responsibly bringing the City’s expenditures and revenues back in 
line, while continuing to provide the core services the community expects, is a 
difficult task.  As noted in the City Manager’s Budget Summit presentation, the 
City of Long Beach communicated in January 2003 that the City suffered from a 
projected $90 million deficit over three years. The structural deficit has existed for 
over 12 years, but was managed by balancing each annual budget through use 
of one-time revenues.  This deficit occurred primarily due to increases in 
employee benefits, decreased revenue from the voter-approved Utility Users Tax 
reductions, and increased spending on City programs that did not have adequate 
revenue offsets identified.  Factoring in additional growth in health care, general 
liability and workers’ compensation costs, it was estimated that, had the City 
done nothing, the three-year deficit would have been approximately $102 million 
by June 2004.   
 
Given the information stated above, it is clear that had the City not adopted a 
Three-Year Financial Strategic Plan (Plan) and if the City was not committed to 
implementing continued structural deficit reductions, the City of Long Beach’s 
financial solvency would be in jeopardy.  Figure 1 shows how the structural deficit 
would have grown had the City Council not endorsed a Three-Year Plan. 
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Figure 1:  Structural Deficit Growth 
Without Three-Year Plan

The City Council, through the endorsement of the Plan, is on the right track to 
eliminate the deficit.  The City has made tremendous progress through the 
implementation of the Plan, reducing approximately $41 million of the projected 
$102 million structural deficit in FY 04 alone.  With continued perseverance and 
appropriate input from all stakeholders, we will reduce the deficit next year by 
$33 million, while protecting core services to the community and staying on 
course to eliminate the structural deficit by the end of FY 06.  Figure 2 shows the 
projected impact of the Plan on the structural deficit.   
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Figure 2:  Three-Year Plan 
Solves Structural Deficit

Reducing the deficit while continuing to provide resources to critical programs is 
a top priority.  The Budget Oversight Committee (BOC) plays an important role in 
advising the full City Council on budget-related issues, as we examine in detail 
the City Manager’s proposed solutions to the structural deficit, as well as 
formulate our own recommendations to the City Council.  This year, the BOC 
held 12 public meetings to closely examine the proposed reductions to all City 
departments, to ensure that they are consistent with the City Council’s goals and 
community expectations.  Fiscal oversight from the BOC is a critical step in the 
budget adoption process, in that it is an important step in the cycle of stakeholder 
involvement that includes the community, City staff, employees, and elected 
officials.  This year’s process included an unprecedented review of enormous 
detail by the BOC.  We wish to thank the City Manager for continuously 
increasing the level of transparency of the annual budget process.   
 
The BOC agrees with the general direction of the Proposed Updated Three-Year 
Plan and the FY 05 Proposed Budget, but identifies in this report areas of 
concern and recommended adjustments.  The BOC strongly asserts that any 
item removed from the budget be replaced with an offsetting structural deficit 
solution, so that the City can continue on the path towards fiscal solvency.  As 
such, we identify a number of areas the City Council can consider as 
alternatives.  The City must also continue to examine best practices from other 
cities on how they address their own structural deficits.  To that end, Attachment 
B provides information from the City of Santa Cruz, which provides detail on 
potential revenue options to help address their structural deficit. 
 
The primary objective of this report is to carefully evaluate and recommend 
potential reductions and areas of optimization that would enable the delivery of a 
balanced budget and protection of core services and programs that reflect the 
priorities of Long Beach residents, businesses and the City Council. 
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III. CITY COUNCIL PRIORITIES 
 
In January 2004, the City Council produced the following set of goals, to 
establish our strategic vision for the City and guide efforts citywide.  These goals, 
along with City’s 2010 Strategic Plan, provide a roadmap for the City to follow to 
ensure that Long Beach remains a beautiful, safe and healthy community.   
 
� Further reduce crime, particularly violent crime 

 
� Enhance neighborhood economic development efforts, particularly on the 

commercial corridors 
 

� Improve environmental conditions in the City of Long Beach 
 
� Improve the quality of life in the neighborhoods 

 
� Expand the community's involvement in the workings of Long Beach 

government 
 
� Promote workforce and business development efforts so as to create new 

jobs; ensure Long Beach becomes more business friendly 
 
� Support programs which encourage the public's health and well being 

 
� Promote quality housing development; improve home ownership 

opportunities for Long Beach residents 
 
� Improve the transportation system to efficiently and effectively move 

goods and people through the city without negatively impacting the 
neighborhoods 

 
� Adopt an annual budget that is structurally balanced 
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IV. CITY COUNCIL FINANCIAL POLICIES 
 
In addition to setting City Council priorities, we also adopted a set of financial 
priorities based on the recommendations from the Budget Oversight Committee 
and City staff that ensure the City will not fall into a structural deficit in the future.  
These policies provide clear direction on timely and clear reporting of the City’s 
financial situation, appropriate use of one-time revenue, debt and reserves, as 
well as mandating that the City create and implement a plan to immediately 
address any future structural deficits.  With these sound policies in place, we can 
be assured that once our City is again on sound financial footing, the City can 
look forward to good fiscal health for the future.  
 

1) 

2) 

3) 

4) 

5) 

6) 

7) 

8) 

9) 

10)

Structurally Balanced Budget 
 

Report on How the Budget is Balanced 
 

General Fund Reserves 
 

Use of One-Time Resources 
 

Use of New Discretionary Revenue 
 

Accounting and Financial Reporting  
  
User Fees and Charges 

 
Grants  

 
Long-Term Financial Plan 

 
  Debt Issuance 

 
Please see the preface of the City Manager’s Proposed FY 05 Budget for more 
detail on the City of Long Beach’s Financial Policies.   
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V. PROPOSED BUDGET ADJUSTMENTS RECOMMENDATIONS  
 

After extensive review of the Proposed Updated Plan and community comments 
from the Budget Summit and other outreach efforts, the Budget Oversight 
Committee recommends that the City Council consider the following adjustments 
to the Plan.  We believe the restoration of these programs will preserve a high 
quality of life for our community and are consistent with the 2010 Strategic Plan 
and the City Council’s goals.   

 

Proposed Adjustment Department 
Primary 

Strategic 
Plan Goal 

Amount 

Restore proposed reductions to youth 
library programming  Library Services N.1 $168,000

Restore proposed day camps 
reductions 

Parks, Recreation 
and Marine Y.1 $143,000

Remove proposed transfer of extended 
day program to non-profits 

Parks, Recreation 
and Marine Y.1 $88,000

Restore proposed reduction in tree 
trimming cycles Public Works E.2 $200,000

TOTAL PROPOSED ADJUSTMENTS   $599,000

 
The Budget Oversight Committee supports the other proposed structural deficit 
reductions contained in the FY 05 Proposed Updated Plan that are not 
specifically mentioned above.  No adjustments are recommended at this time in 
the areas of City Manager, Community Development, Financial Management, 
Fire, Human Resources, Health and Human Services, Long Beach Energy, Oil 
Properties, Planning and Building, Police, and Technology Services. 

 
However, this endorsement is based upon the following caveats: 

 
9 The BOC supports optimization of the crossing guard program, provided 

that this does not entail contracting-out this service at this time. 
 
9 The BOC supports the $1.5 million target for optimization in the Fire 

Department, provided that this does not include the closure of fire stations 
without further discussion. 

 
9 The City Manager is strongly encouraged to explore public-private 

partnerships to support reductions to the Library book, materials and 
supplies budget.  Should this not be feasible, the BOC believes further 
discussion on alternatives would be warranted.   

 
9 The City Manager is strongly encouraged to establish an aggressive book 

donation program that focuses on increasing the City’s inventory of best 
seller books. 
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VI. PROPOSED OFFSETS AND ALTERNATIVES    
 
The Budget Oversight Committee strongly recommends that alternatives be 
identified to replace any item that is removed from the FY 05 Proposed Budget.  
During the course of our deliberations, we explored a multitude of other ideas 
that could reduce costs or structurally increase revenue.  The following list 
provides potential options to offset the adjustments we propose for the FY 05 
Proposed Budget.  We further recommend that any excess amount from these 
potential structural deficit solutions should either be considered for application 
towards the structural deficit or be dedicated for an Infrastructure Reserve 
Account. 

 
1) Implement the following fee adjustments to match fees charged in 

comparable jurisdictions to better recover City costs (approximately 
$400,000 or more): 

 
� Increase Revenue From Police Alarm Permit Fees ($200,000) 
 

Proposed Fee Adjustment Current Proposed 

Business Alarm Permit $25 $30 

Residential Alarm Permit $10 $30 
3rd False Alarm Response  
     (First two responses are free) $50 $60 

4th False Alarm Response $100 $110 

5th False Alarm Response $150 $160 

6th or More False Alarm Response $300 $310 
 
Note:  False alarm response fees are for a period of 12 months.  
Proposed increases are based on the median fees charged by 
comparable jurisdictions. 

 
� Accelerate Code Enforcement revenue where possible from FY 06 into 

FY 05 (approximately $200,000) 
 
� Direct City Manager to increase parking revenues citywide through an 

analysis of rates for surface lots and garages, extension of parking 
hours for metered parking, optimization of parking enforcement and 
other methods of increasing parking revenue.  For example, extending 
parking meter hours from their current 9:00 AM to 6:00 PM to a 
possible 8:00 AM to 9:00 PM could potentially generate $100,000 in 
new revenue.  Exact revenue estimates from this recommendation are 
yet to be determined, pending further review from the City Manager.  
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2) Optimize Gang Prevention Functions (Approximately $100,000) 
 

� Freeze current vacancies to generate temporary salary savings 
 
� Conduct a comprehensive study of all youth-related services to identify 

areas for optimization, reduction of duplication, increased 
accountability and effective service delivery. 

 
 
3)  Other areas for consideration (Savings to be determined) 
 

� Direct the City Manager to review the number and use of Public 
Information and Public Affairs Officers for optimization and potential 
savings.  There are currently multiple staff in departments such as: City 
Manager; Fire; Harbor; Police; Parks, Recreation and Marine; and 
Public Works (Airport).  This may be an area where the City can 
reduce duplication of effort and generate potential savings.   

   
� Review the possibility of cost recovery for violations from California 

Code Sections 53151, 53154 and 53155.  These sections address 
reimbursement for arrest time, property repairs, and other similar 
areas. 
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VII. PROPOSED POLICY RECOMMENDATIONS 
 
The Budget Oversight Committee offers the following policy recommendations 
that will enhance focus on increasing City revenues, allow the City Council to be 
more involved in the contracting-out process, and create a mechanism for 
prudent investments in the City’s infrastructure. 
 
1) Enhanced role of the City Council (and/or the appropriate Council 

Committees) in the Contracting-Out Evaluation Process.  (Attachment A) 
 

9 Include City Council involvement during the first step: Identifying 
Potential Contracting-Out Opportunities 

 
9 Include City Council involvement during the third step:  Identification 

and Verification of City Costs 
 

� Cost identification should include monitoring costs, callbacks, 
over-runs, and other appropriate costs. 

 
� Renewals should include a review of contract compliance 

(health and safety, validation of actual vs. projected costs, etc.) 
 

2) Recommend the City Manager focus greater attention on contracting-in and 
increasing revenue generation.  In FY 02, Long Beach generated $17 million 
through contracting-in, $20 million in FY 03 and through April 2004 the City 
has generated $9.5 million; a straight-line projection would estimate a total of 
$20 million for FY 04.  Although staff has worked aggressively to evaluate and 
implement revenue-generating ideas from the public, employees and the 
innovation team, additional focus is still needed to maximize these 
opportunities. 

 
3) Given the recent Infrastructure and Facilities Report that calls for an 

investment of over $300 million over 10 years for “immediate deficiencies,” we 
recommend the creation and funding of an Infrastructure and Maintenance 
Reserve Account.  The City Council should strongly consider strengthening 
our fiscal policies to include an allocation to this Reserve Account of no less 
than 3 to 5 percent from any unexpected one-time revenues for infrastructure 
and maintenance needs. 

 
4) The Budget Oversight Committee should initiate an immediate review and 

discussion of new revenue strategies, including involvement from the 
community, staff, City Council and other stakeholders.  This recommendation 
is further explained in the next section of this report. 
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VIII. REVIEW OF NEW REVENUE OPTIONS 
  
While the Proposed Updated Three-Year Plan focuses primarily on reducing the 
deficit through cost reductions, structural revenue solutions can also be an 
appropriate method of addressing the structural deficit to avoid resorting to 
reductions to core public services.  Prior to the recommendation of any new tax 
or other significant revenue options, we recommend the following: 
 

9 The Budget Oversight Committee convene a working group of the 
community, staff, stakeholders, and other interested City Council 
members to review long-term issues facing the City and develop 
strategies to fund them. 

 
9 Review and discuss data which demonstrates the reasons for Long 

Beach’s fiscal crisis including information on population growth 
changes, reduction in revenues, increase in workers’ compensation, 
reinstatement of PERS payments and other costs that affect the City’s 
structural deficit. 

 
9 Review and discuss data on the current measures being applied to 

eliminate projected structural deficits such as the Three-Year Financial 
Strategic Plan, financial policies and budget reductions. 

 
9 Review and discuss data pertaining to major long term priorities that 

require additional funding that are not currently planned to be 
supported through the General Fund. 

 
This discussion of new revenue opportunities does not assume one or all 
financing options for implementation.  The following information is a list of 
potential long-term funding strategies that other municipalities have utilized to 
help address their needs and maintain high service levels to their communities.  
Issues for consideration and points for further discussion may include: 
 

9 Fire Assessment District 
 
9 Parking Lot Tax 

 
9 Library Special Tax or Assessment 
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As part of the Three Year Plan, the following specific tax initiatives have received 
significant consideration as they may not affect the majority of Long Beach 
residents and are worthy of future discussion and analysis. 
 

1) Transient Occupancy Tax (TOT) 
One current proposal would be to increase the current TOT from 12 
to 15 percent.  Discussions include dedicating 1 percent to various 
agencies with 1 percent dedicated to the General Fund to help 
address the structural deficit.  Each 1 percent would generate 
approximately $1.1 million.  Dedicating these revenue to a specific 
program would require two-thirds voter approval. 
 

2) Oil Production Tax 
The City currently levies a tax of $0.15 per barrel of oil produced in 
Long Beach.  A study of comparable cities reveals that the average 
tax is approximately $0.25 per barrel.  Increasing this tax to $0.30 
per barrel would generate approximately $2,000,000 for the 
General Fund.  If this tax were to be specifically earmarked for a 
program, it would require two-thirds approval, otherwise it would 
require a simple majority.  Applying a Consumer Price Index (CPI) 
inflation escalator could also ensure that the future value of the 
revenue is consistent with the period in which the tax is enacted. 

 
Attachment B is a report prepared for the City of Santa Cruz, that provides 
more information on potential revenue sources, some of which may be 
appropriate for the City of Long Beach to consider. 
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IX. RECOMMENDATIONS FOR FUTURE CONSIDERATION 
 
The following are additional recommendations that should be evaluated but 
require further financial data and analysis: 
 

1) Continue further discussions of outstanding resident, employee and 
innovation team recommendations. 

 
2) Review outstanding Redevelopment Agency loan repayments that 

could be accelerated.  Currently the outstanding balance owed to the 
General Fund is approximately $97 million. 

 
3) Consider acceleration (if possible) of Fleet reductions planned for FY 

06 into FY 05.   
 

4) Formulate policy and begin lobbying on the state and federal levels for 
transportation policy amendments that could include urban local 
streets, school bus traveled routes, and other initiatives. 
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X. RECOMMENDED ACTIONS 
 
It is respectfully requested that the City Council approve the FY 05 Proposed 
Budget, with the following proposed amendments and recommendations: 
 
1) Recommend the City Council adopt the Proposed Updated Three-Year Plan; 
 
2) Recommend the City Council support the creation of a rolling Three-Year 

Plan that will address FY 05, FY 06 and FY 07;  
 
3) Support the City Manager’s proposed enhancements, which have been 

identified as core services, community priorities and/or as Mayor and City 
Council priorities; 

 
4) Support the fee increases and adjustments proposed by the City Manager, 

Board of Water Commissioners and Budget Oversight Committee; 
 
5) Recommend that the CalPERS payment not be deferred; 
 
6) Recommend the re-instatements of tree trimming, day camps, extended day 

care and library educational programming currently proposed for reduction; 
 
7) Recommend the creation of an Infrastructure and Maintenance Reserve 

Account; 
 
8) Recommend an enhanced role of the City Council and/or the appropriate 

Council Committee in the Contracting-Out Evaluation Process;  
 
9) Recommend staff focus on areas identified as potential resources to offset 

budget reinstatements including recommendations on pages eight through 
13 in this report. 

 
10) Concur with the Mayor’s recommendation to evaluate areas such as fleet 

services, technology services, contract contingencies and consulting 
contracts, and various non-personal services expenses be explored for 
additional optimization opportunities. 

 
11) Concur with the Mayor’s recommendation to support the development and/or 

enhancement of existing partnerships with the private and non-profit sectors 
to help augment support and/or funding for key services.  

 
12) Concur with the City Manager’s recommended reviews and optimization 

efforts for FY 05 including Youth Services, Information and Technology, 
Health Insurance, Parking Management, Billing and Collections, Ambulance 
Billing, Towing Operations, Payroll Services, Business License Processing 
and School Crossing Guards. 
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Management and Employees Develop Scope of Work  
and Performance Expectations 

Initiate Bid ProcessEmployee Work Process Review
Employees will work to develop service delivery 
alternatives, or efficiencies, that achieve cost 
savings and meet performance expectations, with 
the assistance of an outside specialist. Analyze Bids and Certify Contractor

City Auditor Review

Contracting-Out Evaluation Process

Identify City Costs
Costs for specified service levels identified.     

Potential Contracting-Out Opportunities Identified
Opportunities will be identified based on findings of optimization 

reviews done by management and employees.

Most Cost Effective Service Delivery                          
Method is Recommended

(In accordance with Proposition “L”.)     

(Preparation of Contract Specifications)    
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